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(54) Life insurance method system and product 

(57) Life insurance methods, systems and products 
which revolve around having an insurance plan with at 
least two separate but related insurance contracts on 
the same insured or insureds. The contracts are devel- 
oped using life insurance product data to develop tables 
from which death benefits and premium obligations, and 
usually cash values, are determined based upon an 
insured's gender, age and other risk factors. The death 
benefits and premium obligations, and cash values, if 
any, are divided between the two or more contracts 
where more of the premium obligations are assigned to 
one or more of the contracts while more of the death 
benefits and cash values, if any, are assigned to one or 
more of the remaining contracts. Nonforfeiture and sur- 
render provisions as well as typical riders can be added 
to one or ail of the contracts. The death benefits and 
cash values of the contracts are a function of the premi- 
ums paid for all of the contracts. 
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Description 

BACKGROUND OF THE INVENTION 
5 Fi eld «?ffhe Invention 

[0001] This invention relates generally to a life insurance plan, and more specifically to life insurance methods, sys- 
tems and products using two or more separate but related insurance contracts. 

w Historical Desffl pUnn nf Life Insurance 

[0002] Many types of insurance policies are on the market today. Some insure against death or disability for a limited 
number of years only, while others cover an entire life; some call for the payment of premiums for a stated number of 
vears only, others for the entire duration of the contract for some, premiums are f ixed, whereas with others the policy 
owner determines the level of premiums to be paid, within certain guidelines. Some insurance promises a payment of 
policy benefits in one lump sum, whereas others provide for payment in a fixed number of installments. 
W003] Historically, life insurance benefit patterns have lit into one or a combination of three classes: term Me insur- 
ance", "endowment insurance" and "whole life insurance". Term life insurance pays a predetermined sum to a benefici- 
ary it the insured's death occurs during a set number of years (the term of the insurance contract) that is less than an 
entire lifetime. Endowment insurance, like term insurance, pays a predetermined sum to a benef icary if the i insured s 
death occurs during the contract term and additionally, typically, pays the same predetermined sum to the policy holder 
if the insured survives the contract term. Whole life insurance pays a predetermined sum to a benefmary when ttie 
insured dies, regardless of when death occurs. Term contracts or policies typically have no cash values whereas the 
ooDOsite is true of endowment and whole life policies. 

[00041 There are many different variations of term life insurance policies and even more of whole Me insurance poli- 
cies For example, there is "ordinary life" which provides whole life insurance with premiums that are payable during an 
entire lifetime Other names for ordinary life include "straight life" and "continuous-premium whole Me". There is also 
"limited-payment whole life" policies where the face amount of Ihe policy is payable at death, but premiums are charged 
for a limited number of years, after which the policy becomes paid-up for its full face amount. 
[0005] There is also "indeterminate-premium whole Me insurance". The key to this contract is a premium that is lower 
than the maximum permissible contractual obligation. In effect, a significant discount from Ihe maximum premium is 
guaranteed for the first few contract years. Annually thereafter, the premium actually payable is set by the company, 
subject to a maximum constraint. The policy is designed to reflect, through its premium structure, up-to-date expecta- 
tions as to future operating experience. . 

ss t oo06] Another kind of insurance is "current assumption whole Me" where policies provide life insurance under a non- 
traditional transparent format that relies on an indeterminate-premium structure. These policies typically use new- 
money interest rates and current mortality tables in their cash-value determination. This fact has led to the products 
being referred to as "interest-sensitive whole Me". 

[0007] Yet another kind of policy is "variabtelife insurance" which is whole life insurance whose values will vary directly 
ao with the performance of a set of earmarked investments. Other policies include "modified Me", "enhanced ordinary Me 
"graded premium whole Me", "single-premium whole life" and "indexed whole life". Details concerning a I of ttiese poli- 
cies and other insurance concepts and information may be acquired by reference to: Black & Skipper. Ufo tnfiWBKe . 
(Prentice Hall 12th Edition 1994). Helpful definitions may be found in: Ingrisano & Ingrisano. The Insurance Dictionary 
Dearborn Financial Publishing. 3rd Edition 1990). Relevant portions of both books are incorporated herein by refer- 
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[00081 The most common characteristic of all types of life insurance policies issued today is that all of the values and 
benefits entitled to the policy owner are contained in a single contract. The policy benefits of cash values and death pro- 
ceeds are a function of Ihe premiums paid into that policy and the investment and expense experience of the company 

'roo09? "indhSually issued Me insurance policies often are used to provide supplementary benefits to selected employ- 
ees The employees typically are those whose skills, talents and experience make them valuable assets to the busi- 
ness Through insurance, the employer can provide benefits beyond those offered to other employees. The object, of 
course is to attract and retain talented employees by rewarding them in special ways. These plans are typically non- 
Qualified" meaning that the employer makes no effort to meet the qualification requirements of the Internal Revenue 
Code for tax favored treatment of the plan's costs or benefits. A qualified plan must meet certain non-discrimination 

requirements as well as a host of other requirements. 

[0010] In the 1950's the significance of separating the various values and benefits of a single life policy into compo- 
nent parts was recognized. This allowed two different entities, such as an employer and an employee to share the pre- 
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miums and benefits of a single policy. Such shared policies became known in the insurance industry as 
™urance^ 

ZT'iwIdlarT^rance is an arrangement for providing funding for individually issued, cash value life insur- 
ance It %M ™t a type of policy. The wtften agreement dhrides or splits to death benefit the rving 
benefits (ih values) and the premium obligation between two parties - hence the name "spirt-dollar insurance. The 
nhSlSirSptens is to join together the insurance needs of one person with the premium pay.ng abilrty of 

apS t^i'nSe variety of other relationships: child-parent, stock holder-co^ration. buyer-seller, charrty^lonor. 

Li a o .r,Pnt outlav well below that which they would pay for the same policies purchased individually. When used as a 

flgeTn^^ 

io\ ac a rpimbursement to the employer for Its share of premiums paid. 

iensuranScorrtractontheernployee's 

^ unvS ?^to the annuannaease in the cash value. The employee pays toe balance The " «* 

SSr^edeSh proceeds from the policy ec^al to the cash value, or at least a sufftaent part so as to ^ 
flZS Tta enployee names the beneficiary for the balance of any proceeds. Although the employee s 
E JSiS substantia, in the early years it will decrease each year as the anmal mease, -n 
^vlegSvprogressivelyUer. ,nn,any cases the employee's premium share reaches zero after a redely shor^ 

Sl4] Asfteemployertakesovermoreoftheodigationtopa^ 

Se^.throughthe appropriate use of dMdends or other options, the employee's share of the d^ 
ceTbirnaSainedlt an approximately constant amount. If it is desirable for the employee ^instead of to em^oyer to 
Zl ngSSn! Tcash value and for the employer, instead of the employee, to control the disposition of to death pro- 
ceeds T"reverse split-dollar" plan is created. The traditional role of employer and employee are reversed. 
mm tS gLrally popular, several drawbacks to the split-dollar plan exists. First, there are always problems of 

Swfce Revenue Rulings. Private Letter Rulings and Tax Court cases to be reviewed and analyzed to determme tax 
conZuen^s ThW. to marketing, sale and administration of splrt-do«ar plans are difficult and expense because 

th^ SeS ■* • 

MM SefpVevtous insurance product was referred to as a "Section 79 Plan". This was a group term Irfe insur- 

ZSJXSSS ^9 of the interna. Revenue Code (and thus qualified) wher*y the «**^ 

urn? The employee, however, must report as gross income, the cost of insurance for toe amount of death bnttow 

Sou Sroperiy arranged, thlcost of the premiums is also fully deductible by the employer. TheSed»n 79 

pS was designed as a way to provide permanent life insurance under group life insurance tax regulations. Wile to 

rr^rarJe ptens Ss^uied until now call for one contract contain^ all values and benefits, a few companies under 

%Z increSng dea^h benefit p^rSnent contract Each contract, however, had its own independent prermums and 
policy values and they were not related. The policies did. however, insure the same 'nsured 
fo017l Even though two policies were used, the method of determining premiums, expenses ^en^rts for each 
Swas tilditiond. The premium and policy values were fixed by the issuing company and could not be divided drf- 
ta£*£ Storing situations. The two contract were very similar to existing products in the marketplace in that the 
^Dto^ooS and performed like many otoer decreasing term Ofe insurance ccrtractsarxl to perman^ 
SSSi^THri similar to an annuity or an endowment contract. Subsequent tax. 
SJSS restrict^ Section 79 Plans so that today no companies are known to act^elymarkj P^ucteofthB 
tie S Section 79 Plans were not suited for split-dollar arrangements, and were not used for such actions 
m*w£^W ether uses besides the one of proving supplementary benefits to 
ees For eSmple. life insurance is used in key man situations, estate preservation f*^^ 
charrt^e giving programs, income replacement applications, retirement plans and estate hqudrt^ ^W- 
^flrTnolLtions sinole policy life insurance contracts for all of these other applications also have limtebons. Thus. 
Se^s?to-^eS5eSe, economically advantageous, and easily installed and administered Irfe insurance 
ptens ^^ra^ofto^e Sptotions arid as well as others have not been developed even though such plans would have 
obvious usefulness and market potential. 
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BRIEF SUMMARY OF THE INVENTION 

[0019] Many of the inadequacies in previous life insurance programs have been resolved by the present invention 
which are life insurance methods, products and systems that are simple, direct, flexible, easy to use and easy to under- 

So] As a method for forming a life insurance plan, the invention comprises the steps of procuring life insurance 
product data, selecting death benefit and premium obligation, and if applicable, cash value, amounts based upon gen- 
der age and other risk factors from said data; storing factors representing regulatory requirements in a data processing 
apparatus; forming in the apparatus at least two separate but related insurance contracts; div^g the i death benefrt 
premium obligation and cash value, if any. amounts between the contracts; companng each of the contracts wrth the 

regulatory requirements; and displaying the resulting two contracts. 

[00211 Theinvention may be expressed as a dftferent method for forming a Irfe insurance plan wh.ch comprises fte 
steps of procuring life insurance product data; selecting death benef it and premium obligation and. usually, cash value 
armunts based upon gender, age and other risk factors from the data; forming at least two separate but related insur- 
ance contracts; dividing the death benef ft, premium obligation and cash value, if any. amounts between the contracts; 
comparing each of tiie contracts with regulatory requirements; and publishing the resulting contracts 
[00221 The method may be stated in another way with the following steps: developing pnce information; developing 
He insurance products; providing a data processing apparatus; inputting into the apparatus risk factors relating toa pro- 
spective insured; deriving from the apparatus premium obligation, death benefit and. usually, cash value amount^ 
instructing the apparatus to allocate the premium obligation, the death benefrt and the cash value, ft any. amourts 
Seen at leasttwo insurance contracts; inputting into the apparatus regulatory requirements to be met by a Me insur- 
ance contract- comparing in the apparatus each of the contracts with the regulatory requirements; and cSsplaying the 
resulting premium obligation, death benef it and cash value amounts allocated to each of the coritracte 
[00231 Yet another method comprises the steps of obtaining life insurance information including dea* benef te. pre- 
mium obligations and. usually, cash values also; dividing these between at least two separate but related contracts; and 
comparing at least one of the contracts with preselected requirements. 

[00241 The invention can also be stated as a life insurance system comprising a computer, means connected to tine 
computer for inputting instructions; the computer having life insurance base product tables and regulatory requirements 
stored therein- inputted instruction in the computer to divide death benefits, cash values, rf desired, and premium obli- 
gations between at leasttwo separate but related life insurance contracts; inputted instructions in sa id ^ 
pare the contracts against the regulatory requirements; and means connected to the computer tor d.splaymg the 

roSl" 9 Sertystem comprises life insurance base product data; premium obligation, death benef ft ana. if desired, 
cash value amounts dewed from the base product data; and portions of the premium obligation, death benefrt and cash 
value H any amounts are disposed in at least two insurance contracts wherein the premium obligation amount is a to- 
uted* more to one or more of the insurance contracts and the death benefits and cash value, if any. amounts areallo- 
cated more to one or more of the remaining insurance contracts. 

[00261 The invention also takes the form of a life insurance product comprising at leasttwo separate but related insur- 
ance contracts formed by splitting death benefrt, cash value, if desired, and premium obligation amounts between tie 
contracts wherein the death benefit and cash value, if any. amounts are a function of the premium oM.gat.on amounts 

WW ^a^hTpSuct comprises at least two life insurance contracts: death benef rt. cash value, ft desired, and 
premium obligation amounts are divided between the contracts in unequal amounts; and a function connecting the con- 
tracts wherein the death benefits and cash value, ft any. amounts have a mathematical conespondence to the prermum 
4$ obligation amounts) paid for all of said contracts. 

[00281 Accordingly, it is an object of the present invention to provide a life insurance plan having at least two separate 
but related He insurance policies, each having its own premium, death benef it. rash « ,ue - n0 ^ ne ^ e P ^^ S : 
ers and other policy provisions wherein the premium is heavily allocated to one or more polices and the death benefits 
and cash values are heavily allocated to one or more of the remaining policies. Another object of the present invention 
is to provide an insurance program having at least two separate but related policies with specially allocated benefits .and 
burdens where each has its own policy identification number, policy owner and named beneficiary. Yet a^robjed 
is to provide an insurance method (plan) having at least two separate but related policies wrth specaHy ^oMtan- 
ef fts and burdens which individually meet the legal requirements of a "life insurance contract as def .ned by appropnate 
law currently Internal Revenue Code Section 7702. A still further object of the present invention is to provide a Dfe .nsur- 
ance plan having at least two separate but related policies wrth a unique method of allocating premium obl.gat.ons. mor- 
tality charges, expense factors, cash values, investment yields, and death benef its between the polices. 
0029] Aroth7aspeclofthepresentir^^ 

polities in which the cost factors of mortality, underwriting, commission and other usual expense factors will be heavily 
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allocated to one or more of the policies while the cash and investment values generated are allocated to one or more 
ot the remaining policies. The premium payments are allocated such that the policy with the highest cost factors will 
ZrciSionately higher premium payment then for the policy or poBdes with the investment and «sh vah 
u* A further aspect of the present invention is to provide an insurance plan having at least two , sep**el U efated 
policies in which each of the policies will have its own non-forfeiture and insurance provisions such that the surrender 
or lapse of one policy will not cause the surrender or lapse of the other policy or polices. 

[00301 Still another aim of the present invention is to provide an insurance program having at least two separate but 
related policies in which the investment values of one of the policies wiD be Reeled by the ^premiums pad on allrt 
the policies A decrease or discontinuance of premium payments allocated to pay the cost factors of one of the policies 
will have an adverse affect on the investment results generated by the other policies but not on their status. Another aim 
of the present invention is to provide an insurance plan in lieu of a spirt-dollar arrangemem which .ssinple and easy to 
understand. Yet a further aspect of the present invention is to provide an insurance program of at least two separate but 
related policies which is simple yet flexible and one which has a wide scope of applicators. Anoth* advanced the 
present invention is to provide an insurance plan having at least two separate but related life insurance contracts that 
allow maximum tax benefits to its owners. , 
rou311 A more complete understanding of the present invention and other objects, aspects, aims arid advantages 
thereof will be gained from a consideration of the following description of the preferred embodiments read in conjunction 
with the accompanying drawings provided herein. 

20 BRIEF DESCRIPTION OF THE SEVERAL VIEWS OF THE DRAWINGS 



to 



is 



[0032] 

Fig 1 is a block diagram showing a method for forming a life insurance plan in accordance with the invention herein, 
as Fig 2 is a block diagram showing another inventive method for forming a life insurance plan. 

Fig. 3 is a block diagram showing yet another inventive method tor forming a life insurance plan. 
Fig. 4 is a perspective view partially in block diagram illustrating an insurance system. 
Fig 5 is a block diagram illustrating another inventive system. 

Fig. 6 is a top plan view, partially in block diagram, illustrating the inventive insurance product 
so Rg. 7 is a top plan view of a variation of the product shown in Fig. 6. 

Fig. 8 is a top plan view of another variation of the product shown in Fig. 6. 
Fig. 9 is a top plan view of yet another variation of the product shown in Fig. 6. 
Fig. 1 0 is a top plan view of stiD another modification of the product shown in Fig. 6. 

ss DETAILED DESCRIPTION 

r00331 While the present invention is open to various modifications and alternative constructions, the prefened 
embodiments shown in the drawings will be described herein in detail. His to be understood, however, that there is no 
intention to limit the invention to the particular forms disclosed. On the contrary, the intention is to cover all modifica- 
40 tions. equivalences and alternative constructions falling within the spirit and scope of the invention as expressed .n the 

KT^SSsical split-dollar plan, as mentioned above, has two parties, an employer and its employee, for exam- 
ple join in the purchase of a cash value life insurance contract on the employee's life. The employer provides thefunds 
to pay that part of each annual premium that is equal to the annual increase in cash value. The employee pays the bal- 
45 ance The employer is entitled to receive death proceeds from the policy equal to the cash value or at least equal its 
total premium payments, while the employee names the beneficiary for the balance. 

100351 Under a reverse split-dollar plan the traditional roles are reversed. In the employer-employee situation, the pure 
death protection is made payable to the employer corporation, and the d ^P u r ^ s ^ t0 * e ^^^PX 
able to the employee's beneficiary. The employee owns the policy and the cash value, and he endorses to the employer 

so the rioht to name the beneficiary for a portion of the death proceeds. 

100361 As a general rule split-dollar and reverse spirt-dollar plans are typically unqualified, meaning that the employer 
makes no effort to meet the qualification requirements of the Internal Revenue Code for tax favored treatment of »,e 
plan cost or benefits. A qualified plan must meet certain non-discrimination requirements as well as a host of other 
requirements. The very purpose of a special employee compensation plan hewever is to discriminate. n taw da select 

55 few employees. Hence, such plans usually are non-qualified and premium payments are not deductible by the corporate 

SST'ltis mobject^he^ent invention to provide an insurance plan to achieve the advantages of split-dollar or 
reverse split-dollar plans as well as other applications but without the drawbacks of those single policy plans. 
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[0038] This is done according to the present invention by having the elements, characterises. <***««• 

bend s da IHe insurance product, existing or new. arranged into at least two separate but rented contracts on toe 

valuiarSS^^^ 

S afa ™ murance contract under applicable law. such asmatcurrertlyembodiedinlnternalRevenueCcdeSect.cn 
ml The ^0 or more contract approach will also allow various optional riders to be added to any or all contracts such 
ttafthe^S 

single insurance contract with similar riders and similar premium payments. 
[0039] lnnwedetail.Section7702ofthe^ 

Ss two alternatives and whichever alternative is ctosen. that ted must be met for toe ert.^^ 
5 £££ mainly to tradrtional cash value policies. This cash value accumulation test n««MJ |*e torn* 
<?the wnSct. the cash surrender value cannot at any time exceed the net single prerr.umrequ.red to 
UadbSdits The net single premium is calculated by assuming an irterest rate equal to me greater of 4% or the rate 
lrarte« Hn to contract Tne mortality charges are based on those specified in the contract, or. rf not *ecrf.ed.*e 
mortXSs «?ed in determining statutory reserves for that contract For contracts issued after October 80.1988. 
ZnSm barges must be reasonable and cannot mm«nm*t»pm^i^™mM«»*»+m 
insurance regulators - currently, the r-nmrnissinner's 1<W0 Standard Ordinary M9f1aHY Tatfe - 
0O^] T^e second test intended for universal He and related policies requires that both a ^ f»^ 
Kbeneffltestbe met The guideine premium requiremert is met if accumulative prem.ums pad urterttnecortoad 
any time, the greater of the "guideline single premium" or the sum of the "gu.del.ne level prem.ums 
?M Ste guideline angle premium is computed using interest at the greater rate of 6% or the rate guararteed 
S h«L Mortality charges are based on the same standard as applies to the cash-value accumulate test 
Gudel neteS premiuni are Lputed in a manner similar to the computing of toe f^ H ^^£* 
toattoe minimum interest rate is 4% rather than 6%. The death benefft requ.rement .s met rf death benefrts exceed 

agTi ThusTa 35 year old owns a cash-value policy whose cash value is $10,000 the policy death benefit must be 
at least $25 000 for the policy to meet the death benefit requirement. 

fo04^ Tm^ advantage of the new pten is that rt eliminates interpretation disputes between the partes to the poUcy 
riorts agrae^ert there is no policy rights agreement between the parlies to be disputed. Instead, there are m most 
cases S> Scte?one is between one party and an insurance company, and the other is between the other party 
aS to^m^Jurance company. The different values and benefrts to each party will be spetied out in their respective 
Snsura^Scts which each party receives. Another advantage is that the marketing and sale of the new product 

no reliant The selling agent and the prospective policy owners will not need toe adv.ee of accountants or attorneys 
tTeLSth^ax and I legal aspects as would be the case with a split-dollar plan. The new plan w.1. be very easy to 
understand, and it will be flexible and expansive in scope. 

mm Another advantage is that there will no longer be a need to rely on Revenue Ruhngs and Tax Court cases to 
deteleana«eptablei 

concerning the issue of "economic benef rt" as defined in the Tax Code and no need to rely upon P.S. 58 Tables or . nsur- 
a^cc^ 

and benefits will be dear as the values will be spedfied in each of the two contracts. 
S5T sS anotoar advantage of the new products « a prospective insured's ability to underdid 
splitting life insurance benefrts. obligations and values between two entrt.es. Cunent spl ^\ an ^"^' ** 
Se are very difficult. « not impossible for most prospective insureds and/or owners to ^^. Thenew pto 
Sleteo allow the prospective insureds and/or owners to better utilize the differmg .ncome tax brackets and estate tax 
JS Stared tax entities to maximize investment returns and/or minimize costs. It will also prov.de greater tiex.- 
prospeSve insureds and/or owners in that each d the two cortrads can be mainta-ned or wis own wthout 
Srd^tototSsof the other. The ownership ardtend.dary designations dc^ecortradcana^ 
oufatteringthe status of the other. This kind d flexibility is not available under toe s.nde«^ 
reSsned. For simplicrty, the description here will focus on a two cortrad plan rather than three or more jrtrads. 
It is^be ur^rdood!howaver, that more than two contracts on the same IHe or lives could be used rf desired. 
SSS Cderdand the simplidty d the new .He insurance plan rderence is made to Rgure 1 
block diagrammatic form one of the inventive methods disclosed heren. The method .ndudes tjeprocunng^ d Seled 
UfeTnsurance Base Produd Data which is represented by block 1 0. The Data is d*in* I here as tables produced by Irfe 
touranc^mpanies for each type d life policy contrad offered by that company. The Data is usually denved from the 
Sgly toeSXanies d toeir life iTurance products. In turn, the calculation of life insurance r^h. 
Ees inforrmtionTnd asumptions regarding five elements: 1 .) the probability of the event .nsured aga.nst oocumng. 
Z)ihe time value of money; 3.) the benefrts promised; 4.) expenses; and 5.) prdrts and cont.ngenc.es. 
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(00451 TheprobabnHydtheevert.^ 

£Sh ^eseWsho* incidences d death for a B rven group of insureds over time - often from b^toto drth 
2 nJson in the oroup These tables also constitute the foundation upon whwh the expected costs of Irfe .nsur- 
t^l 7m rim* relates to the fact that life insurance companies collect premiums m advance 

. long-term coverage, that portion collected but not needed immediate y to cover 

^aTeZenses is invested and produces earnings that are used to supplement premium income to fund future 
SefteS and ongoing expenses In such cases, insurers discount premiums in advar^e m recogn*on of to 
SnhVy ^rearn InWon the accumulated funds. The benef rts prorrised may vary from » 
2™I Imnutation must take into account the period of coverage, the level of coverage, as well as all other factors 

„ Z^^Z^^Zr^ und'er the contract Included here is the likelihood of pdicy owners volun- 

S benefits promised are referred to as "net rates." They do not make allwarce for to expenses the .ns^ 
fnseCS 

,5 ' toSngi" to Senses, contingencies and profits are added to the "net rate", to "gross rate .s obtained. The gross 

Kctor X* Even though the above data is followed in principle by many life insurers, a more common method 
i tieS Tconpan/^ gross premium rate structure is for the insurer to select gross rates for prvotal ages (usuafly 
so ^Jon^rS^^^ 
So^asT^ 

It nn^ a «l to S repeated With this procedure, the insurer does not calculate a net rate and add amounts to cover 
,s T^^Te^^Z, a gross premium rate structure is to calculate gross premium rates 
SoTandi ng^ 

^ m^nXTequSian. Regardless of how the tentative gross rate is derived, it is tested aga.nst the company s 
EucljrewiBdevelopsuffidentiyhighassetaccum 

SoS under the contract, but is tested to make sure the rate structure ^sts ^gufctory r ^"«™£. 
foSoTrhe gross premium rate calculations produce the tables mentioned above show,ng values, such as cash val- 
ued dividend values and death benefit values, for each gender, age and risk classif.cat.on (for example, preferred, non 
«Sker 6 mokIr etV i for each type of insurance contract offered for sale by each life insurance company^ 
HSm' Tom thfs ^irtornSon^any different types of life insurance products are derived. These mdude Jadrtrond 

SvS£^"^«* iHe ,,exib,e premium who,e ,ife po,icies . < unw ?? "? ?° i 

^deatii^enS, universal life policies with increasing death benefit, flexible premium universal Irfe pd.aes var.able 
Z o^Z Se dTatTbeneSt, variable life policies with increasing death benefit, participating or ^non-partic-pating 
Se ,2 Premium policies or graded premium pdicies. second to die pd-cies of all types. f.rst to d.e pohc.es of 

cerS assumptions concerning to pricing elements. The results actually produced for the pohcy owner w.11 vary from 

ELut ar^show to premium obligations involved. Hence, the method here indu.es ^ecting tose amounte 
Tnd is Resented by block 12 in Figure 1. Additional fadors such as riders, second .nsured .nput data dividend 
^TSSmtSm may also be consdered as shown by block 1 3. The Base Produd Data may be used to create 
aC ^Product or products, or the Data from an existing single policy insurance 
so uSy be £ed fa the method here. Alternatively, the Data may be used to design two new uisurance contracts, or 
two existing products could also be used as will be understood shortly. 

ZS] Aslstrated by Week 14. state and federal regulatory requirements are colleded and stored ^fe** 
n^data processing apparatus 18. such as a computer, having a display 20, such as a monrtor and a printer. Btock 16 
Z^Z ^toTnitiToTlvo or more separate but related polides. By use of the terms "pohc.es" and contracts" .t 
55 7SZ IKES" oontracts. .if e insurance pdides. proposed contracts or polides. terms for such^cteor pd- 
deTorneTof contracts or policies, or any other shorthand variation of a contract, pohcy or prospective corrtrad or 
cJe mXwSto Se. tS selected death benefit cash value and prelum oblation arnourrts. « 
S J ded between the policy contrads. shown by block 22. This is to division by to prospective owners of the centred 
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10 



15 



policies of premium obligations, death benefits, cash values, guaranteed and non-guaranteed, riders and other aspects 
between at least two separate but related insurance contracts on the same life or lives in a way most beneficial to each 
to them. 

[0055] Allocation is relatively simple. If X percent of the premium obligation is allocated to the first of two contracts 
then (100-X) percent is allocated to the second contract. If Y percent of the death benefit is allocated to the first contract 
then (1 00-Y) percent is allocated to the second contract. If Z percent of cash values is allocated to the first contract then 
(1 00-Z) percent is allocated to the second contract. An analogous spirt can be made if more than two contracts are used 
in a plan. Of course, the actual percentages are determined by a number of factors, such as legal requirements, tax 
brackets, policy types and the like. 

[0056] Using the two policy concept, the intention here is to allocate more of the cost factors of an insurance product 
to one of the two contracts while more or all of the cash values and investment values are allocated to the other of the 
two contracts. The premium obligations will be allocated such that the contract with the highest cost factors has the 
higher premium payment obligation. This is shown by block 24. 

[0057] By way of example. Table I shows a typical life insurance contract for a male, age 45. might contain the follow- 
ing amounts: 



TABLE I 



35 





YEAR 


ANNUAL PREMIUM 


CASH VALUE 


DEATH BENEFIT 


20 


1 


$10,000 


$0 


$500,000 




2 


$10,000 


3,000 


$500,000 




3 


$10,000 


7,000 


$500,000 


25 


4 


$10,000 


13,000 


$500,000 




5 


$10,000 


19,000 


$500,000 




6 


$10,000 


30,000 


$500,000 




7 


$10,000 


46,000 


$500,000 


30 


8 


$10,000 


62,000 


$500,000 




9 


$10,000 


78.000 


$500,000 




10 


$10,000 


100,000 


$500,000 



[0058] In comparison, Table II shows a plan with two separate but related contracts on the same insured that may 
contain the following values: 



TABLE II 
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FIRST CONTRACT 


SECOND CONTRAC 


T 




YEAR 


ANNUAL PRE- 
MIUM 


CASH VALUE 


DEATH BENE- 
FIT 


ANNUAL PRE- 
MIUM 


CASH VALUE 


DEATH BENE- 
FIT 


45 


1 


$7,000 


$0 


$200,000 


$3,000 


$0 


$300,000 




2 


$7,000 


1,000 


$200,000 


$3,000 


2,000 


$300,000 




3 


$7,000 


2,000 


$200,000 


$3,000 


5,000 , . 


$300,000 




4 


$7,000 


3,000 


$200,000 


$3,000 


10,000 


$300,000 


SO 


5 


$7,000 


4,000 


$200,000 


$3,000 


15,000 


$300,000 




6 


$7,000 


5,000 


$200,000 


$3,000 


25,000 


$300,000 




7 


$7,000 


6.000 


$200,000 


$3,000 


40,000 


$300,000 


55 


8 


$7,000 


7,000 


$200,000 


$3,000 


55,000 


$300,000 




9 


$7,000 


8,000 


$200,000 


$3,000 


70,000 


$300,000 
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FIRST CONTRACT 


SE 


COND CONTRAC 


T 


YEAR 


ANNUAL PRE- 
MIUM 


CASH VALUE 


DEATH BENE- 
FIT 


ANNUAL PRE- 
MIUM 


CASH VALUE 


DEATH BENE- 
FIT 


10 


$7,000 


10.000 


$200,000 


$3,000 


90.000 


$300,000 
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[00591 As can be seen, the combined amounts of the first and second policy contracts in Table II equal the amounts 
of the single life insurance contract in Table I. 

F00601 Afterthe allocation of the premium obligations, death benefits, cash values and other I ^.' s ~ m f 1 ^-^ 
Stino rfctes are tested against applicable regulatory requirements. This comparison is most eff .centfy done by the 
ZSltZ *SSSm 5 the M contact do not comply with the requirements fre allocations are adjusted and 
thTScy' is chared again to insure compliance. The same procedure te then used for the second policy ^contact 
The «Srtn?Sp is illustrated by block 26. Thereafter, the contract policies are finalized and prepared ,n tradifonal 

EST °Z SSS^nSLto information and regulatory requirements, bloc* ; 1SU6 and 22 may aO be 

Eld into the computer. All of the Data and information represented by blocks 10. 12, 16. 22. 24 and 26 may be 

S imutted and manipulated in the computer fa ease, convenience, speed and economic reasons. 

S Tartar* M each of the polices meet the test for life insurance or a modified endowment contract as 

5£d by S Revenue Code Section 7702. Every policy must also meet the statutory recrements for reserves 

2SK values mandated by state tews. All states have adopted the NAIC model 

and NAIC model standard non-forefeiture law. The cash values produced, the prem.ums charged and the death bene- 

fte may be^tocated to any policy in any proportion consistent with federal and state regulations The total benefits of 

atooJcies is Son of the total premium paid for all policies. A decrease or a lapse of prem,um payments in one 

ST ESS SSSii first and second contracts, for exam* e. are separate in ,« shouW the first 
Set Cetorfailu^of premium payments.^ 

uTs and depending upon which life policies are used, death benefits of both contracts are determined by the total of 

i^rr^b^ 

doUcv owners For example, the two contracts may be for different types of life insurance pohc.es. The first pol.cy may 

^SSmSTb traditional life policy, lie uniqueness of the two contract approach h derived from the allocation of 
STbeSa VZm between the two contracts. This concept can be used on every type of existing cash value 
Tnolerm IKe inLmnce contract with any additional existing or future riders or any type of special allocate* of pol.cy 
™Js a^d cS values. This concept can also be used in a variety of applkations, other than spl -dcto, where cur- 
STa sinVe ££cy life France contract * used, ft is to be remembered that a two policy plan ^ 
as Z exanite and because it will be the most likely plan to be used; however, p^ 

m ^mtt^for forming the plan also requires the establishment of an owner, a beneficiary and a premium 
Stao ^rJeX the contracts, asrepresented by W^^ 

sender pSsions for each of the contracts. Since different owners, beneficiaries, obligors and provisions may be 
used in each of the contracts, maximum advantages are obtainable. 
oC^e^ 

orof one of them when the other isaterm policy) areafunction of the ^'P^^'^^I^^ 
Se potaes. Whie a lapse of one of the policies will not cause a lapse of the second, the cash values ,n the non-lapsed 

^ W \1Z^S^L is illustrated in Figure 2. There, the procuring step is represented by btock 2S the 
s^ecL steTby block 30. the forming step by block 32. the dividing step by Wo* 34 and the wng step by block 
36^edete^ 

nation amtSanomer policy is represented by Woe* 38. At the end* 

and SSing step is represented by Wc* 40. ft is to be understood that the fo 

SSoTan outlinTo. a contract or proposed contract and not one full contract The same is rue of Jhe c^ing 
Z pushing steps. This matter is one of marketing. Of course, it is to be expected that when allot the infornration is 
a^ed eSa puTchase has been made, full contrects or legally acceptable substitutes will be produced by the selling 
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company. 

100681 Another method of the present invention is illustrated by Figure 3. A data processing apparatus, such as a com- 
puter, represented diagrammatically by the circular block 42. is programmed to form at least two^ insurance pohc.es on 
the same insured (or insureds) based upon pricing information represented by the circular block 44. product determi- 
nation represented by the circular block 46. risk factors represented by the circular block 48, allocation determinations 
of the premium obligation, cash value and death benefit amounts represented by circular block 50 and regulatory 
requirements represented by the circular block 52. The computer is then programmed to display, block 54, eilher on a 
screen or by a printer, or both, possible policies and even a f halized policy if desired. Once again, the contracts are sep- 
arate in law (each has its own identification number) but are related financially in that the cash value and death benefit 
amounts of the policies are a function of the premium obligations paid tor all of the policies in a manner directly analo- 
oous to the relationship of the cash value and death benefit amounts in a single contract to the premium obligation paid 
for that contract If "participating" policies are used, where dividends are typically employed to purchase paid-up addi- 
tions which increase the death benefit as the cash value increases, then it can be seen how the death benefit amounts 
are additionally a function of the premium paid. 

[0069] Another variation of the invention is illustrated in Figure 4 which shows a life insurance system based upon a 
portable computer 60 into which has been stored selective Base Product Data tables, represented by block 62. and reg- 
ulatory requirements, represented by block 64. The computer contains a keyboard 66. a screen 68 and is connected to 
a Dortable printer 70. Such an arrangement may be used by an insurance agent when proposing the new multi-policy 
dan to prospective buyers. Once risk factors, such as gender, age. etc. are determined they may be inputted by way of 
the keyboard into the computer memory to be followed by information relating to the prospective allocations of benefrts. 
obliqations and values between the policies. Tnis procedure is shown diagrammatically in Figure 4 by the block 72. The 
aoent may then use the information in the computer to compare the allocations against regulatory requirements as well 
as to vary the allocations, the values, the obligations and the benefits as desired by the prospective buyer or buyers. 
Thereafter, ledgers, contracts or contract outlines, represented by the two pieces of paper 74 and 76 and the block 78 
may be prepared and handed to the prospective buyer or buyers while leaving a digitized version of the multi-contract 
plan in the memory of the computer. . ... 

[00701 It is to be understood that variations of the computer may be used such as one that transmits selected inlor- 
mation directly to a home office for approval and/or recoid keeping. Also, the method of electronic presentation may 
vary. For example, a data processing apparatus may be used to control a point of sale dismay medwnism. ft is the intent 
of the inventors to include existing hardware and well as hardware which will be developed in the future, and it is the 
intent of the inventors to present insurance information in electronic formats, paper formats or any new formats that are 
developed in the future, ft is also to be understood that the sequence disclosed here may not be critical and thus may 
vary depending upon the selling company and/or its objectives. 

[0071] Also included in the invention is a simplified system illustrated in Figure 5. There, the system includes life insur- 
ance Base Product Data, block 80. the premium obligation, death benefit and cash value amounts derived from the 
data block 82 and the disposition of portions of the premium obligation, death benefit and cash value amounts 
between two or more marketable insurance contracts, block 84. As before, the premium obligation amount is more 
heavily loaded to one or more of the contracts while the cash value and benefit amounts are heavily allocated to one or 
more of the remaining contracts. . 
[0072] The present invention also includes a life insurance product as shown in Figure 6 which comprises two sepa- 
rate but related insurance contracts 90. 92 which are formed by consideration of the Mb insurance Base Product Data 
tables and risk factors, represented by block 94. making a determination of the various values, obligations and benef ite. 
represented by block 96 and then the allocation or division of those features between two policies as represented by 
block 98 The double-headed arrow 100 between the two policies represents the relationship between cash values and 
benefits of the two policies and the amount of premium payments. This relationship, stated in another way. is a mathe- 
matical correspondence between the premium obligations paid on both of the two contracts and the amount of cash val- 
ues and benefits in both of the contracts (or one. note, however, that if one of the policies is a term contract there b no 
cash value). Hence, cash values and benefits area function of premiums paid. 

[0073] Refening to Figure 7. the advantages of a two policy concept over a split-dollar single policy plan may be 
aooreciated and are achieved by the allocation of a larger premium obligation, a larger cash value and a smaller death 
benefit to contract 110 (along with riders and the like) while its related sibling contract 112 has allocated to it a smaller 
premium obligation, a smaller or no cash value and a larger death benefit. Riders and the like may also be present. 
Once again, a double-headed arrow 114 is used to show the connection between the two contracts in relation to the 
functional dependence of cash values, benefits and premium payments. 

[0074] The plan illustrated by Figure 7 can be used in a traditional spirt-dollar application, such as with a corporation 
and one of its executives. There the corporation will own the contract 1 1 0 and be its beneficiary. The insured is the exec- 
utive The executive will own the contract 112 and designate the benef iciary. The advantages are that the corporation 
pays the high premium but also controls the larger cash values. The executive benefrts in having high death benefits at 
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a low personal cost with a policy that is portable and independent should the corporation cease to pay premiums on 

rwreT Arlother split-dollar application will have a parent as the owner and beneficiary of the contract 1 10 while a child 
or trust will own and be the beneficiary of contract 1 12. The insured is the parent The advantages are thatttep^errt 
pays the larger premium and controls the larger cash values. This has the advantage that money from the parents 
estate flows to the child outside the tax law gift limitation. Only Ihe parent's payment of the low premiums under the con- 
tract 112 is considered a gift. Hence, this appliction leverages gifting for estate planning. 
[00761 Athirtiapplicationhasacorporationasownerandb^ 

benef iciary of contract 1 12. The advantages are that the corporation pays the high premium to allow the redemption o 
the shareholder's stock, while the shareholder has the additional benefit of low cost and high death benefit personal 

[OO^A fourth application has a qualified retirement plan as the owner and beneficiary of the contract 1 10 while an 
employee is the owner and benef iciary of contract 1 1 2. The advantages are deductible premiums to the employer and 
high cash values in the retirement plan while the employee has large death benefits at minimal cost. 
[00781 By reference to Figure 8, the two policy concept is applied to a reverse split-dollar anangemem. Theretoetwo 
separate but related insurance contracts 116 and 1 18 are connected by the double-headed arrow 120. Thef jrst of the 
two contracts has allocated to it a larger premium obligation, a smaller or no cash value amount and a smaller death 
benefit. The second of the two contracts 1 18 has allocated to it a smaller premium obligation, a larger or all of the cash 
values and a larger death benefit Both contracts may contain riders and the like. 

[00791 Figure 8 illustrates a classic reverse split-dollar application. One example has a charity as owner andbeneti- 
ciary of contract 1 16, and a child or trust as owner and beneficiary of contract 1 18. The insured is a parent The pre- 
mium for contract 116 is donated to the charity by the parent and is deductible. Hence, the parent has tower cost 
insurance The death benefits are outside the parent's estate, and there is good leverage on the gift of the premium to 
the child to pay tor the second policy, contract 118. There is also an elimination of the split-dollar agreement needed in 
the prior art between the owners of contracts 1 16 and 1 1 8. Finally, there is an elimination of split-dollar tax regulations 
and the need for accountants and lawyers. 

[00801 Another Figure 8 application has a charity as the owner and beneficiary of contract 1 16 and an individual as 
the owner and beneficiary of contract 1 1 8. The insured is the individual. The advantages are a charitable deduction for 
premium payments, ownership ot large cash values by the individual and the elimination of the usual spirt-dollar agree- 
ment, tax regulations and expensive professional advisers. 

[00811 A third Figure 8 application has a corporation as the owner and beneficiary of contract 1 1 6. and an execute 
as the owner and beneficiary of contract 1 18. The advantages are that the corporation pays the high premium while 
cash accumulates outside the corporation tor the benefit of the executive with little after tax cost A four* application 
has a parent as owner and beneficiary of contract 1 16 and a child as owner and beneficiary of contract 1 18. The advan- 
tages are that the high premiums remove money from the parent's estate, there is a high leverage gift of the premiums 
to the child tor contract 118 and cash values and death benefits tor the child accumulate outside the parents estate. 
[00821 A fifth application has a corporation as owner and beneficiary of contract 1 16 and a shareholder as owner and 
beneficiary of contract 1 18. The advantages are that the corporation funds a stock redemption, or the individual uses 
the application to fund a cross-purchase agreement at the lowest possible cost. A sixth application has a corporatoon 
as owner and benef iciary of contract 1 16 and a retirement plan as the owner of contract 118. The advantages are that 
the corporation pays the high premium and there is maximum leverage of the plan's investment, the second policy, con- 

[OOMl^Referring now to Figure 9 there is shown another two policy plan variation where one contract 122 has a larger 
premium obligation, a larger death benefit and smaller cash values while its related sibling contract 124has a smaller 
premium obligation, a smaller death benefit and larger cash values. The double arrow 126 symbolizes the relationship 
between premiums paid for both contracts and the amounts ot benefits and values derived in both contracts^ 
[00841 An application of the plan illustrated by Figure 9 has a corporation as the owner and beneficiary of contract 
122 while a shareholder, or a retirement plan, or a shareholder's child owns contract 124. The advantages are that the 
corporation pays the larger premium and it funds a death buyout of the shareholder or a stock redemption. High cash 
values accumulate outside the corporation, there is a high return on the pension investment or there is a leveraged gift 
to the child. The Figure 9 plan can also be used to equalize the payments by each shareholder funding a cross-pur- 
chase buy-sell agreement where the shareholders are of different ages, have different risk tectore or have drfferent per- 
centages of ownership of the corporation. 

[00851 Yet another variation or modification of a multiple contract plan is shown in Figure 10. It illustrates a termAerm 
situation The first term contract 130 has a larger premium obligation and a small death benefit while the related term 
contract 132 has a smaller premium obligation and a large death benefit. Since both policies are term contracts there 
are no cash values. The double-headed arrow 134 symbolizes the relationship between the two policies but since the 
plan uses only term policies the functional relationship exists between premiums and death benefits only. 
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[0086] An application of the plan illustrated by Figure 10 has a corporation as the owner and beneficiary of contract 
130 and a child or trust as owner and beneficiary of contract 132. The insured owns the corporation or is a key execu- 
tive The advantages include having the corporation pay the larger non-deductible premium with after tax dollars that 
have been taxed at the lower corporate rate, and the plan may be used to fund a stock redemption scheme. The benefit 
to the child or trust is that there is a leveraged gift to the child, a smaller nondeductible premium is paid by an entity 
using after tax dollars that have been taxed at a higher tax rate, and there is a savings of estate taxes. 
[0087] A second application has a charity as the owner and beneficiary of contract 130 and a spouse, child, or trust 
is the owner and beneficiary of contract 132. The insured has a charitable deduction for his premium payment while the 
owner of contract 132 benefits by having low after tax premium obligations. There is also a leveraged gift advantage 
when the insured pays the premium on contract 132. 

[0088] A third application for the Figure 1 0 plan has shareholder A as the owner and beneficiary of the contract 130 
and shareholder B as the owner and beneficiary of the contract 1 32. The advantage is that Ihe cost to fund a cross pur- 
chase, buy-sell agreement between A and B may be equalized in a situation where the shareholders have different 

ages, risk classifications or percentage ownership. 

[0089] In determining the type or types of polities to use for the two or more contracts and to determme the optimal 
allocation of premium obligation, death benefit and cash value, if any, amounts between the policies certain information 
will be needed preferably to be inputted by the insurance agent, from the prospective buyers involved in the insurance 
transaction. For example, the insurance company will be required to know who the insured person or persons will be for 
the contracts The company will also need to know the owner of each policy, the beneficianes and the premium obligors. 
[0090] In addition, the insurance agent will want a questionnaire form to be filled out by the prospective buyers or have 
responses inputted'directiy into the computer. This questionnaire wiD focus on financial objectives such as the purpose 
of the life insurance to be purchased. For example, a questionnaire might be used whhihe following nine choices to be 
checked off or chosen by a prospective buyer: 1 .) fund income replacement; 2.) cash value accumulation for: A) college. 
B) retirement C) other: 3.) fiquidity tor estate taxes: 4.) gifts to family members or a trust: 5.) gifts to charity; 6.) fund 
business buy-sell agreement; 7.) provide key man insurance; 8.) operate as an executive compensation plan; and 9.) 
other A separate analysis by the agent or his company must be conducted for each of the above needs. 
[0091] Next, the primary benefits are listed and may be checked by a prospective buyer or inputted directly into the 
corrputer. These include death benefits to beneficiaries, cash value accumulation to policy owners, tax savings to pre- 
mium obligors or owners and tax savings to insured or insured's estates. 

[0092] The premium obligor will also be quizzed. Questions will include whether the premium is to be pari by the 
insured by another individual, by a business, by a trustee, by a charity or from a gift. The next series of questions con- 
cerns the source of funds for paying the premiums for each contract These include a business, personal income, per- 
sonal net worth and a gift . 
[0093] The questionnaire will also include a series of statements to gauge the type of insurance policies to be used. 
For exarrple one policy might come from the group including: term, whole life, interest-sensitive whole life, universal 
lite variable life, variable universal life or others while the second policy may be the same type or a different type from 
the same group. As mentioned eariier any life contracts may be used from any of the three classes, term life, endow- 
ment or whole life or variations or combinations of these. Also the policies may have a single life insured, a joint first to 
die arrangement or a joint second to die structure. 

[0094] The questionnaire will also include information about the insured party or parties. Information needed win 
include the name or names, gender, date or dates of birth, risk (from the group of preferred, non-smoker and smoker), 
state of residence, annual income, income tax bracket, net worth and estate tax bracket. 

[0095] Next will be questions concerning the policy owners. Here, the questions are the policy owner's name, type of 
entity (individual, business, trust charity or other), relationship to insured, annual income, income tax bracket, net 
worth, estate tax bracket and financial objectives The same questions will be asked of the policy owner of the other 

[0096] Or FSyJnformation concerning the policy beneficiaries will be solicited. These include the primary beneticiary 
or beneficiaries (and if more than one, the percentage split) and the contingent beneficiary or beneficianes (and. rf more 
than one, the percentage split). Once again, the exact same questions will be asked with regard to the second policy. 
[0097] Policy riders which may be considered to be added to one or more of the separate but related contracts 
include- 1 ) disability waiver of premium. 2.) additional term insurance riders. 3.) spouse and children rider, 4.) acciden- 
tal death and dismemberment rider. 5.) guaranteed insurability option; 6.) change of insured rider; 7.) single premium 
adds rider; and 8.) annual adds rider, ft is to be understood that this list is not all encompassing. Other riders may be 
added including those which may not yet be in existence. _ 
[0098] It can clearly be seen that the separate but related policy plan is a distinct and unique improvement for appli- 
cations which now use a single life insurance contract. The improvement under the present plan is derived from the flex- 
ibility of policy ownerships and choice of poBcy beneficiaries and the advantages of having the policy premiums and 
expenses concentrated in one or more of the contracts while having the benefits, cash values and dividends concen- 
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trated in one or more of the remaining contracts. Once again, however, rt is to be noted that the total benefits and cash 
values in all of the policies are a function of the total premiums paid for all of the policies. 

[00991 The types of applications suited for the separate-but-related policy product include the following when the goal 
is traditional split-dollar objectives: A) employer-employee; B) employer-spouse or trust of employee: C) family, member- 
5 family member); D) charity-individual; E) trust-individual; F) charity-trust. The same entrt.es are also surted for reverse 
split-dollar arrangements with the additional inclusion of employer-pension plan. 

[01001 Other applications for the separate-but-related-policy product, besides split-doUar and reverse spirt-dollar, are, 
for example, key man insurance, estate preservation, buy-sell applications, charitable giving applications, income 
replacement, qualified retirement plan applications and estate liquidity applications. Other existng or future applications 

mm TheSrtore have calculated that there is a possible 1 24.416 combinations of insureds and owners for a two 
policy plan For example, the insureds of the policies could be an individual, his or her spouse, or child, an employee 
an employee's spouse and an employee's child. The owners of either or both policies could include the indrndual 
insured the spouse of the insured, the child of the insured, a parent of the insured, a trust a charity, an employer, an 
,s employer's trust, an employee, a spouse of an employee, a child of an employee, and a parent of an employee. Once 
again, the flexibility and wide scope of application are tremendous assets for the two separate-but-related policy 

roToTToeneral operation, an insurance company will already have life insurance base product data which is avail- 
able to its agents either in chart or electronic formats. To this would be added information from prospective customer 
relating to the insureds' gender, age. risk and the like, and the desired allocations of at least premium obligations, cash 
values if present, and death benefits between two or more policy contracts. Ideally, this information is inputted into a 
portable computer. Other information such as potential riders, legal requirements and tax information are also ava.lable 
in the computer so that the prospective customer can be shown which multi-contract arrangement will best optimize the 
customer's financial planning objectives. 

Claims 

1 . A method of forming a life insurance plan for an insurable life or lives comprising the steps of: 

so providing life insurance product information; 

determining a death benefit amount, a premium obligation amount and a cash value amount, if any. based 
upon gender, age and other risk factors from said information; 

entering data relating to life insurance regulatory requirements into a data processing apparatus; 
entering data relating to said life insurance product information into said data processing apparatus: 
35 forming in said apparatus at least two separate but related insurance contracts covering said same insurable 

lifo or livos* 

dividing m 'said apparatus said death benefit amount, said premium obligation amount and said cash value 
amount, if any. between said related contracts in a disproportional manner, said related contracts having differ- 
cnt owners 

40 wherein said related contracts create an obligation on the part of an insurer to pay said death benefit amount 

or said cash value amount according to all of said related contracts upon the happening o1 a preselected event 
or events relating to said insurable life or lives, and L , 

wherein the obligation on the part of said insurer to pay said death benefit amount or said cash value amount. 
H any. is legally subject to the payment of said premium obligation amount according to all of said related con- 
juring in said apparatus each of said related contracts with said life insurance regulatory requirements; 
reallocating said premium obligation amount, said benefit amount and/or said cash value amount, if necessary; 
and 

displaying the resulting contracts. 

2. A life insurance system comprising: 
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a data processing apparatus; 

means connected to said apparatus for inputting instructions; 

said apparatus having life insurance base product tables and regulatory requirements stored therein; 
inputted instructions in said apparatus to divide death benefits, cash values, if any. and premium obligations in 
a disproportional manner between at least two separate but related life insurance contracts; 
inputted instructions in said apparatus to compare said contracts against said regulatory requirements; and 
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means connected to said apparatus for displaying the resulting contracts. 
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